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LETTER OF SUBMITTAL

UNITED STATES SENATE,
COMMITTEE ON AGRICULTURE AND FORESTRY,
February 18, 1958.
Hon. ALLEN J. ELLENDER,
Chairman, Committee on Agriculture and Forestry,
United States Senate, Washington, D. C.

DEAR SENATOR ELLENDER: I submit herewith a report on my study
of operations of Public Law 480, the Agricultural Trade Development
and Assistance Act, conducted at your direction on behalf of the full
Committee on Agriculture and Forestry during the past year, includ-
ing 10 days of hearings last June and July furing which testimony
was taken from 71 witnesses. The study has continued since that
time, and pertinent tables and statistical information brought up to
the latest available current dates for purposes of this report.

The regort, including conclusions and recommendations, was com-

iled with the assistance of my administrative assistant, Herbert J.
aters; Serge Logan, congressiinal fellow from the American Political
Science Association, who served as my aid during the hearings; and
Porter Hedge, serving as a special consultant in analyzing the exten-
sive hearings.

The relgort includes an introductory background section, a summ
of what Public Law 480 is, how it operates, and what it has achieved;
separate sections discussing title I sales for foreign currencies, title i
programs for famine relief, title III relief proFra.nis through voluntary

encies, and title III barter transactions. It concludes with a series
of recommendations, legislative and administrative, for improved
operation of the program in the future.

Because I believe the report provides a useful reference for con-
sideration of this program by the Congress, I respectfully request that
it be printed and made available.

Sincerely,
Huserr H. Houparey.
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FOOD AND FIBER AS A FORCE FOR FREEDOM

INTRODUCTION

OvR ABUNDANCE—A VALUABLE ASSET

America’s abundance of food and fiber is a tremendous asset in the
world’s struggle for peace and freedom—an asset still awaiting to be
fully utilized with greater boldness and compassion.

Food is the common denominator of international life. Man must
éat to survive. Armies are helpless without food.

A breakthrough in the conquest of hunger could be more significant
in the cold war than the conquest of outer space. In areas of Africa
and Asia, as well as in other parts of the world, food means far more
to vast millions of people today than any space satellite in the sky.

Bread, not guns, may well decide mankind’s future destiny.

Thanks to our farm people, the United States is in a far better posi-
tion than Russia to lead the world toward the conquest of hunger and
want. At a time when we are trying to catch up with the Soviet
Union in other areas of competition, agriculture is one segment of our
economy already geared to meet any emergency challenge, already
offering us fully productive resources to meet any Soviet threat of
economic warfare throughout-the world. :

No crash program is needed in food and fiber production. The
United States, as yet, is preeminent in this field.

But this does not mean we can afford the luxury of smugness and
self-satisfaction. Qur reserves of food and fiber, and our ability to
produce such commodities in abundance, are resources to be prized;
to be used boldly and imaginatively, and not to be dribbled away.

Regrettebly, however, the Am. rican people have heen led to think
our abundance and ability to produce in abundance is some shameful
millstone around our necks—instead of perhaps one of the greatest
advantages we hold on the world scene.

The Soviet Union seems to understand the vital role food and fiber
can occupy in the struggle for the mind of man—and has embarked
upon the task of trying to outproduce us. Khrushchev has served
notice, publicly, that he intends to make Russia the world's leading
supplier of food.

Ve need to reappraise our own food resources, not in the light of
our immediate domestic needs, but in light of world needs.

Food production in the world is barely keeping pace with the
growth in population. Hunger is still the daily companion to millions
of people. Where there are hunger aress, there are tension areas—
and where there are tension areas, there is danger of sparks igniting
into war.

World population is growing at the fustest rate in bistory. One
estimate puts world population at approaimately 6 billion persons
by the end of this century—double the population now.

3604 '
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2 FOOD AND FIBER AS A FORCE FOR FREEDOM

Our policies must look ahead at least as far as the lifetimes of
today’'s children. As a nation we cannot do less than plan for sur-
vival. We must strive for nothing less than world peace. In either
case, our food resources are essentiat.

How It Cax Be Usep

Our agricultural abundance can be converted into the service of
mankind and our country.

The legislative means for utilizing our abundance toward such
constructive objectives is provided in Public Law 480, the Agricul-
rural Trade Development and Assistance Act.

It is the alchemy by which food and fiber from United States farms
becomes purchasing power for countries sorely in need of economic
development.

It is a passport for the entry of United States trade and techniques
into world markets. ) :

It is serving on the frontier of the free world's defense by converting
food from our farms into such things as military housing and defense
materiel o )

But greater holdness and imagination are required in the handling
of America’s agricultural abundance than are now being used in
administration of the Public Law 480 program.

While it has proven a valuable and successful adjunct to national
farm policy, the Public Law 480 program has far outgrown the narrow
concept of serving primarily for the disposal of farm surpluses.

It has become, as it should be, an important tool in foreign economic

policy. ) ) _
_ Its administration needs to be geared to the times, and the serious
international problems of thesce times. It does not require a radical
overhauling of the law. It necds only administration of the law as
Congress intended —as an instrument for converting our abundance
into good will, a force to stimulate trade, to supply the greater eco-
nomic needs of free peoples, and to serve as a deterrent to war.

Perhaps too little attention has been given to the declaration of
Public Law 480's purposes, as set forth in the act:

* % % to expand international trade among the United States and friendl,
nations, to facilitate the convertibility of currency, to promote the economic
stability of American agriculture and the national welfare, to make maximumn
efficient use of surplus agricultural commodities in furtherance of the foreign
poliey of the United States, and to stimujate and facilitate the expansion of
foreign trade in agricultural commodities produced in the 1 -ited States by
providing s means whereby surplus agricultural commoditie: 1 exeess of the
usual marketings of such eotumodities may be sold through privag: trade channels,
and foreign enrrencies aceepted in payment therefor. It is further the policy
to use foreign currencies which acerue to the United States under this Act to
expand international trade, to encourage economic development, to pirchase
strategic materials, to pay United States obligations abroad, to promote collective
strength and to foster in other ways the foreign policy of the United States.

The program is doing some of all these things—but not enough,
It is a good program, bu. its excellence is dimmed by the failure of
policymakers to make full use of its potential.

For an entire year the program has been under careful study and
review, bhoth here in Washington and in field trips abroad. During
10 days of hearings last June and July, the Senate Committee on
Agriculture heard the testimony of 71 witnesses, studied 110 state-
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FOOD AND FIBER AS A FORCE FOR FREEDOM 3

ments, tables, documents, letters, and memorandums filed with the
committee. Additional data has been obtained since that time, further
discussions held, with officials here and in o:her countries.

A complete review of the facts developed is contained in the bod
of this report, climaxed by a series of recommendations for bot
administrative and legislative action at its conclusion.

These specific recommendations center around four general needs
/

that kept emerging thrcughout the study. They are:

First, there needs to be greater recognition and acreptance of
Public Law 480 as a governmentwide instrument of international
economic policy in support of our foreign policy objectives, rather
than the narrower concept of it being merely an agricultural
surplus disposal program. —

Second. the program needs a greater assurance of continuit
to serve the best interests of our country and the free world‘t
rather than just year-to-year temporary cxtensions.

Third, the program needs a central, guiding hand, working full
time at implementing the act, and with the power to make de-
cisions.

Fourth, all parts of the program need to be put more fully at
work toward the common objectives, maximizing the opportuni-
ties set forth under each title of the act, with greater follow-
through on putting foreign currencies to work, making greater
use of voluntary agencies, looking for opportunities to help
economies of other countries under barter provisions of the pro-
gram, developing stockpiles, and expanding future market de-
velopment.

Greatest obstacles that need to be overcome appear to be burden-
some administrative redtape growing out of wide dispersal of re-
sponsibility for phases of the program throughout the Government,
and the negative attitudes persisted in by many policy officials that
have downgraded the worth of our great food resources and thereby
cheapened the spirit behind our willingness to share our abundance.
such attitudes have weakened our bargaining power in negotiating
agreements, and have cast the farmer in the light of a recipient of
charity rather than as a producer of wealth and security for the rest
of the country. There has heen too much of apology and not enough
of gratitude for our agricultural sounty on the part of too many of
our own officials, contributing largely to a lack of public appreciation
at home and abroad as to the tremendous contribution American
agriculture is making toward world peace and freedon..

WHAT 11 18 ACHIEVING

Yet with all the problems that have been encountered, the good
that has already been accomplished so far overshadows the wenknesses
in the progeam as to provide convineing evidence of the urgent necessi-
ty for its continuation and expansion.

Just u few examples culled from the mass of testimony gives a brief
picture of the broud scope of such achievements, and sparks the
imagination as to what more ean be achieved.

As a result of food and fiber exports under Public Law 450 30 far:

Land needed in northern Pera for production of bananas, coffee,
caeao, and feed is to be irrigated.

24462 35—-2
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4 FOOD AND FIBER AS A FORCE FOR FREEDOM

A child in India “would put his finger into the butter oil and
taste it, and say with a very loving sound in his voicc—‘America’.
That is how they know America.”

A highway and bridge improvement program is going forward in
Paraguay.

Six mullion primary school children in Japan are receiving a school
lunch program, and a million more powdered milk.

Food from our farms is creating irrigation, well drilling, and agricul-
tural development projects in Israel.

A group of deiry processors in Lima, Peru, are developing a pro-
gram to use recombined milk from the United States as a supplement
to their limited supply.

Kitchen demonstration buses are touring Japan and showing house-
wives to prepare low cost and nutritious meals with food products
from our farms. A baker’s training school has been established with
a view to improving quality of bread and other products.

Brazil is enabled to extend and to improve its railways, river navi-
gation and port facilities. It is obtaining more powerplants and in-
creasing iron and steel productive capacity with the use of United
States crops.

Housewives in West Germany have been exposed to the idea that
turkey is a good food at any time and not just during the Christmas
season. The German Government recently agreed to additio 1al im-
ports of turkey for United States dollars.

Power, steel, and textile industries are being expanded in Austria.

A milk recombining plant has been constructed in Thailand. It
has established a permanent market for 300,000 pounds of milk solids
a8 yesr.

The United States supermarket has invaded the land of the Caesars.
It is liked so well it has taken root not only in Italy but in other
countres.

The use of protective surplus foods such as milk products, and
fats and oils in some areas of Spain has resulted in a decline in the
number of requests from recipients for medicines.

A new brand of cigarettes containing a larger proportion of United
States leaf Las been put on the market in Japan. Estimated con-
sumption of United gtat,es leaf last year increased by 1.6 million
pounds above 1955.

The people of Europe and Japan are becoming more cotton con-
scious as the result of promotion efforts carried out under the market
development phase of Public Law 480.

The tallow industry is encouraging wider use of tallow by importin.
countries, including the making of plastics and synthetic rubber, an
use in animal feeds.

Schoolchildren in Yugoslavia have irﬂwn to like the taste of
powdered milk so well they prefer it to the taste of fresh milk.

Food from United States farms helped to feed and rehabilitate
Hungarians fleeing from Communist terrorism last year.

Crops from our farms are helping United States Government
agencies to meet & part of their overseas expenses,

And the bounty produced by farmers is being converted into loans
for the financing of plant expansion and other purposes by United
States business firms operating in many countries,
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Farmers can take some pride in the knowledge that their efforts
are serving many useful and productive purposes, including loans to
TdTnited States businessmen, even if their own pocketbooks are still

at. .

These are some of the tvpes of values, actual and potential, to be
realized from the Public Law 480 program. They nced to be multi-
plied a}tlud enlarzed.  The opportunity is present if the will is strong
enough.

But to realize the potential of the program, the agencics involved
in its administration must lift their sights from their own little orbits.
There must be an end to the policy of regarding America’s plenty
with embarrassment.
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PART I
SUMMARY

How Savixes Orrser Costs
OBJECTIVES AND FINANCING

The broad purpose of Public Law 480 is told in the name of the act
which produced it—the Agricultural Trade Development and Assist-
ance Act of 1954. Its objectives are:

1. To expand international trade.
2. To promote the economic stability of agriculture and the
national welfare.

To make the most efficient use of surplus agricultural com-
mndities in furtherance of our foreign policy.

To help expand foreign trade b\ making it possible to accept
formvn currencies in exchange for surplus commodities in amounts
e\ceedmg usual marketings.

Three broad methods for carrving out these objectives are listed
in the law.

Title 1 authorizes the exchange of commodities for foreign
currencies, and names 10 purposes for which they may be used.
Title II provides for the use of surplus commodities for gov-
ernment-to-government famine relief and other emergency
requirements.
itle III provides for the donation of surplus commodities to
voluntary agencies for direct people-to-people relief feeding pro-
grams, both in this country and in others. It also direets the
Secretary of Agriculture to proteet the assets of the Commodity
Credit Corporation by bartering surplus commaodities for stra-
tegic materials with less rick of spoilage and lower storaze cost,

The legislation makes it clear that its objective is not merely to
dispose of farm commodities. but to use ther 1o expand world trade
and to promote the foreizn poliey of the United States,

Publie Law 480 was signed into law on July 10, 1934, The (Con-
gress anthorized the use of coramodities having an acquisition value
of $3 billion to carry out the title | purposes of the act dnring the
first 3 vears of the program.  ‘The use of an addiional <1 billion in
commodities was authorized last vear,

Use of a billion dollars worth of commaodities for Publie Law 450
progeares, however, does not inean an added billion dollue expense.
Far from it.

For example, the administration has reconmendied inereasing the
title I nuthorization by 81.5 billion  vet it estimates such action would
otly mean an inerease of 5123 mwillion in COC expenditures,

The folowine exchange of correspoadene 1ells the story:

Janeary 10, 1958
Hon, Fzgy Tarr Bessax,
Seeretsary of Agricullure,
I pirtment of ,lgriru/lurr Washington, 1. €',

Desi Mr Sueaersiy: Ss part of my stiadz on Publie Luw 80 for the Senate
Committee on Agrieultupe \uu had 2 task foree pre pore for me some very helpfu)
inforuation on the effeet of Publie Law 480 on farin prives,

Now [ would Jike 1o 2k whether this same group conld not pull together for me a
résuné of what exaet, effeet Public Law %0 has had on the total Government

3609



FOOD AND FIBER AS A FORCE FOR FREEDOM 7

budget—in other words, the “real costs’” to our Government of the program,
giving full credit to offsetting factors such as storage savings, savings in price-
support operations, benefits to other agencies of Government to the extent they can
be estimated. [ believe it should be obvious that the movement of an additional
billion dollars worth of farm commodities does not necessarily mean an additional
billion in costs to the Government, and I want your Department’s best possible
appraisal of this situation for the report I am now completing for our Senate
committee.

Properly done, I believe this material can be extremely helpful in obtaining
congressional approval of the extension of this program we both desire.

Sincerely,
Heserr H. HunveHrEy,

DEPARTMENT OF AGRICULTURE,
Washington, D. C., February 4, 1955.
Hon. Hurert H. HuMpHREY,
United Stales Senate.

Dear SExator Huupurey: Thisis in reply to your letter of January 10 regard-
ing the net cost of the Public Luw 480 program taking into account offsetting
savings in other operations.

We are preparing a study to show the savings in price support, storage and in-
terest costs as the result of the title I, Public Law 480, program since the beginning
of operations in 1934. Our conclusions will be forwarded to you as promptly as

rossihle.

' We have preparcd an analysis showing the estimated effect of the proposed
£1.5 billion increase n the title I anthority on CCC expenditures in the current
and next fiscal vear. Although this analysis is limited to the effect on CCC ex-
peuditures out of the new authorization, it does give an indication of the kind of
results that may be expected from an analysis of operations since the beginning of
the program.  Assuming some programing in the current fiscal year out of the
new authorization, this anaiysis shows that estimated program costs of $668
million ' will be incurred in fiscal vears 1938 and 1959 out of the new authorization.
The net inerease in CCC expenditures is estimated at $123 million for the 2 vears.
The difference of 8545 million represents offsetting savings resulting from the fact
that part of the commodities used will come from CCC stocks and also from savings
in pricedsupport acquisition, storage aund interest costs. A capy of this study is
attached.

We are not in a position to evaluate the possible savings in programs of other
agencies of the Government. The allocation of foreign eurrencies aequired under
the title I program is the responsibility of the Bureau of the Budget. Therefore,
the Bureau is in the most advantageous position to advise you regarding this
mattter.

We are forwarding o copy of vour letter to that ageney with the request that
they furnish any information or judgment they may have in addition to the report
furnished you on the same subject on June 6, 1957,

Sineerely yours.
DoN PAARLBERG.

Estimated effect of title I increase of $1.5 billion en CCC expendilures
{In millions)

i Fiscal year [U5% K Fiscal year 1959 Total
_— 1
[ Amount | Total | Amount| Total | Amount| Totsl
= s emmemimm e s e -
Program cost | I3 53 | #515 ¢ $515 48 088
Tess: !
Vadne of CCC rommusditios shipgeed 73 | 250 . .72, 8 DN
Savings in pelee agppeort sequsitions, |
Aorage, atel inferest oL S0 =12 170, —420 22 | il
Nednerense in sxpendityres | I 2! 95l 123

ULt shotled B poteed that the estimated net inerease in COC expenditures of $128 million is Lased on use
of st sllion of tae ubibitional $8.5 belilon authorization. With pespect to the tull $1.5 blillon author.
[zt ten, Dr, Pasriberg testifled on Febietars 5 0p. By hearlpgs before the Committee nu Azriculture aod
Fapestey, U S0 sereate, on S, 3000 and 50 32200, s [ollows:

ALt Bl of the costs of progeamtng the biroposed $1.5 bHllog has aleesed y been tneugered (n prieesapport
wergsisitions of the eotmodithes, The net new CCC epuenditures, sfter sllowanes for r--uumnq savings in
storagr costs, interest, el reduesd prleesaapport aequisitions, will be less than 3300 mitlon.”
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